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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:
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NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

Mark Sultan, CPA 516-496-9500
(Area Code — Telephone No.)

B. ACCOUNTANT IDENTIFICATION
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Ives & Sultan, LLP

(Name — {f individual, state last, first, middle name)

100 Crossways Park Drive West Woodbury New York 11797

(Address) (City) » (State) . Zip Code)
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*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See section 240.17a-5(e)(2).

SEC 1410 (3,91) . ﬂot_ential persons who are to vespoad to the coliection of information %\

contained in this form are not required to respond unless the form displays
a currently valid (Y)OYNT control number.



— OATH OR AFFIRMATION "

I, - %:‘\c"’ N o v \ , swear {or affirm} that, to the

best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
American Benefits and Compensatlon Securities Corp. as of

¥

December 31 __,X92001, are true and correct. 1 further swear (or affirm) that peither the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

P.
Notary Pub! Don%}:”State of New Ym'k
No. 02DR6052522
Qualified in New York County

December 18,206 2 / v
e&mmwsion Expxres ecem C. E0 P/&(Sa : ',

0,8 0 7

Notary Pul'y(/

This report** contains (check all applicable boxes):

& (a) Facing page.

& (b) Statement of Financial Condmon -
& (c) Statement of Income (Loss).

0 . (d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Parmers or Sole Propnetor 3 Capnal

O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital -

O - (h) Computation for Determination of Reserve. Requirements Pursuant to Rule 15¢3-3.

O () Information Relating to the Possession or control Requirements Under Rule 15¢3-3..

() A Reconciliation, including approptiate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition wnh respect to methods of con-
solidation.

() An Oath or Afﬁrmanon.
(m) A copy of the SIPC Supplemental Report. .
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

O

O0R

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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See Independent Auditors’ Report

American Benefits and Compensation Securities Corp.
New York, New York

We have audited the accompanying balance sheet of American Benefits and Compensaiion Securities Corp.
as at December 31, 2001, and the related statements of income, retained earnings and computation of net
capital for the year then ended. These financial statements are the responsibility of the organization’s

management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audits in accordance with generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatements. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also inciudes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overali
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of American Benefits and Compensation Securities Corp. as of December 31, 2001 and
the results of its operations and the changes in its financial position for the period then ended in conformity
with generally accepted accounting principles.
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IVES & SULTAN, TP
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AMERICAN BENEFITS AND COMPENSATION SECURITIES CORP.

BALANCE SHEET
DECEMBER 31, 2001

Assefs

Assets
Cash and Cash Equivalents (Note 1b)

Non-Allowable Assets (Note 2)

Liabilities and Stockholders’ Equity

Current Liabilities
Income Taxes Payable (Note 3)

Stockholders’ Equity
Capital Stock
Retained Earnings

The accompanying notes are an integral part of the financial starements.
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AMERICAN BENEFITS AND COMPENSATION SECURITIES CORP.

STATEMENT OF INCOME
YEAR ENDED DECEMBER 31, 2001

Revenue From Sales ‘ . $812.145
Expenses

Commissions 376,791

Administrative 435,506

Amortization Expense 1,052

. 813,349

Loss Before Income Taxes (1,204)

Income Taxes (Note 3) 400

Net Loss $ (1.604)

The accompanying notes are an integral part of the financial statements.
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AMERICAN BENEFITS AND COMPENSATION SECURITIES CORP.

STATEMENT OF RETAINED EARNINGS
YEAR ENDED DECEMBER 31, 2001

Retained Eamings‘ﬁs of January 1, 2001 $3,074
Net Loss (1.604)
Retained Earnings as of December 31, 2001 $1,470

The accompanying notes are an integral part of the financial statements.
Page-4
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AMERICAN BENEFITS AND COMPENSATION SECURITIES CORP.

STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2001

Cash Flows From Operating Activities:
Net Loss $(1,604)
Adjustment to Reconcile Net Loss to
Net Cash Provided By Operating Activities:

Amortization 1,052
Increase (Decrease) in Current Liabilities:

Commissions and Administrative Expenses Payable (965)

Net Cash Used By Operating Activities 1,517

\\

Net Decrease in Cash and Cash Equivalents 1,517)
Cash and Cash Equivalents - At Beginning 25,787
Cash and Cash Equivalents - At End $24,270

Supplemental Disclosures of Cash Flow Information:

Cash Paid During The Period For:

Taxes ‘ $ 400

The accompanying notes are an integral part of the financial siatements.
Page-5
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AMERICAN BENEFITS AND COMPENSATION SECURITIES CORP.

RECONCILIATION OF THE COMPUTATION OF
NET CAPITAL UNDER RULE 15C3-1
DECEMBER 31, 2001

{

Net Capital as Per Pecember 31, 2001 Focus Report $24.270

Items Adjusted on Financial Statement but not on Focus Report

Income Taxes {(400)
Net Capital as Per December 31, 2001 Financial Statement $23,870

The accompanying notes are an integral part of the financial statements.
Page-6
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AMERICAN BENEFITS AND COMPENSATION SECURITIES CORP.

Allowable Capital

COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1
FOR THE YEAR ENDED DECEMBER 31, 2001

Capital Stock $22,400
Earnings 1o Date 1,470
23,870
Less: Non-Allowable Assets o
Net Capital $23,870
\‘
Aggregate Indebtedness $400
Minimum Net Capital Required 5,000
Minimum Net Capital Required (Based on Aggregate Indebtedness) 26
$18.870
Al Ratio (%) 02%
The accompanying notes are an integral part of the financial statements,
Page-7
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AMERICAN BENEFITS AND COMPENSATION SECURITIES CORP.

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2001

Summary of Significant Accounting Policies

a.  Type of Organization
American Benefits and Compensation Securities Corp. is a New York Corporation, duly
organized and validly existing under the laws of the State of New York. American Benefits and
Compensation Securities Corp. intends to act as a limited broker/dealer conducting business
solely in mutual funds and variable annuities. American Benefits and Compensation Securities
Corp. will engage in the following types of business: mutual funds and variable annuities.

b.  Cash and Cash Equivalents
For purposes of the statement of cash flows, the Company considers all highly liquid financial
instruments purchased with an original maturity of three months or less to be cash equivalents.

¢.  Income Taxes
Effective January 1, 1994, the stockholder elected to treat the Company as a small business
corporation (“S” Corporation) for income tax purposes as provided in Section 1372(a) of the
Internal Revenue Code and the applicable state statutes. As such the corporate income or loss
and credits are passed through to the stockholders and are combined with their other personal
income and deductions to determine taxable income on their individual tax returns.

The City of New York does not recognize S Corporation status and there is a franchise fee for
New York State (refer to Note 3).
Non-Allowable Assets
Non-allowable assets consist of organization costs principally start up costs, (legal fees, licensing fees
and bank charges). Such costs are amortized over a five year period using the straight line method.
As of December 31, 2001 the asset has been fully amortized. Amortization expense for the year
ended December 31, 2001 is $1,052.

Income Taxes

Provision for income taxes consists of the following:

New York State $100
New York City 300
- 3400
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AMERICAN BENEFITS AND COMPENSATION SECURITIES CORP.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2001

Focus Report

American Benefits and Compensation Securities Corp., a limited broker/dealer, is required to file a
Focus Report Part ITA within 17 business days of the quarter end with both the NASD district and
executive offices.

N
Concentration of Credit Risk

The Company’s financial instruments that are exposed to concentrations of credit risk consist
primarily of cash and cash equivalents. The Company places its cash and temporary cash investments
with high credit quality institutions. At times such investments may be in excess of the FDIC
insurance limit.
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Independent Auditor’s Report on Internal

Accounting Control Required by Sec Rule 17a-5

American Benefits and Compensation Securities Corp.
New York, New York

In planning and performing our audit of the financial statements of American Benefits and Compensation
Securities Corp. year ended December 31, 2001, we considered its internal control structure including
procedures for safeguarding securities, in order to determine our auditing procedures for the purpose of
expressing our opinion of the financial statements and not to provide assurance on the internal control
structure.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission, we have made a study
of the practices and procedures (including tests of compliance with such practics and procedures) followed
by American Benefits and Compensation Securities Corp. that we considered relevant to the objective
stated in rule 17a-5(g) in making the periodic computations of aggregate indebtedness (or aggregate debits)
and net capital under rule 17a-3(a)(11) and the procedures for determining compliance with the exemptive
provisions of rule 15¢3-3. We did not review the practices and procedures followed by the Company in
making the quarterly securities examinations, counts, verifications and comparisons, and the recordation
of differences required by rule 17a-13 or in complying with the requirements for prompt payment for
securities under Section 8 of Regulation T of the Board of Governors of the Federal Reserve System,
because the Company does not carry security accounts for customers or perform custodial functions
relating to customer securities.

The management of the Company is responsible for establishing and maintaining a system of internal
accounting control and the practices and procedures referred to in the preceding paragraph. In fulfilling
this responsibility, estimates and judgments by management are required to assess the expected benefiis
and related costs of internal control structure policies and procedures and of the practices and procedures
referred to in the preceding paragraph and to assess whether those practices and procedures can be
expected to achieve the Commission’s above-mentioned objectives. Two of the objectives of an internal
control structure and the practices and procedures are to provide management with reasonable, but not
absolute, assurance that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition, and that transactions are executed in accordance with management’s
authorization and recorded properly to permit the preparation of financial statements in conformity with
generally accepted accounting principles: Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.
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Because of inherent limitations in any internal accounting control procedures or the practices and
procedures referred to above, errors or irregularities may occur and not be detected. Also, projection of
any evaluation of them to future periods is subject to the risk that they may become inadequate because of
changes in conditions or that the effectiveness of their design and operation may deteriorate.

Our consideration of the internal control structure would not necessarily disclose all matters in the internal
control structure that might be material weaknesses under standards established by the American Institute
of Certified Public Accountants. A material weakness is a condition in which the design or operation of
the specific internal control structure elements does not reduce to a relatively low level the risk that errors
or irregularities in amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of performing their
assigned functions. However, we noted no matters involving the internal control structure, including
procedures for safeguarding securities, that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the Commission to be adequate for its purposes in accordance
with the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that
do not accomplish such objectives in all material respects indicate a material inadequacy for such purposes.
Based on this understanding and on our study, we believe that the Company’s practices and procedures
were adequate at D\ecember 31, 2001 to meet the Commission’s objectives. :

This report is intended solely for the use of management, the Securities and Exchange Commission, the
New York Stock Exchange and other regulatory agencies which rely on Rule 17a-5(g) under the Securities
Exchange Act of 1934 and should not be used for any other purpose. '

e o
Ives & Sultan, LEP
Certified Public Accountants

February 23,2002
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